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CONPIDENTIAL KUALA LUMPUR 2080 

E.O. 11652: GDS-1 
SUBJECT: EMIN, ITC, GSA, MY 

SUBJECT: GOM TIN POLICY AND GSA TIN DISPOSALS 

REF: STATE 58800 

1 . EMBOFPS CALLED ON PAUL LEONG, DEPUTY MINISTER OP PRIMARY 
INDUSTRIES, TO ADVISE HIM OF GSA TIN DISPOSAL PROGRAM DESCRIBED 
IN REPTEL. LEONG EXPRESSED HIS GRATITUDE POR INPORMATION AND 
REITERATED HIS OPINION THAT LONG TERM EQUILIBRIUM PRICE FOR TIN 
IS LIKELY TO RISE. HE ALSO ARGUED HIS FAVORITE THESIS THAT TIN IS 
SUCH A SMALL COMPONENT OF TIN PLATE, ESPECIALLY WHEN TWO-PIECE 
TIN CANS ARE MADE, THAT THERE IS LITTLE DANGER OP SUBSTITUTION. 

2. LEONG EXPRESSED DEEP CONCERN ABOUT THE STEADY DECLINE IN TIN 
PRODUCTION IN MALAYSIA WHICH HE BLAMED ESSENTIALLY ON PROBLEMS AT 
THE STATE LEVEL. HE ALERTED US TO WHAT HE CONSIDERS A MAJOR 
BREAKTHROUGH IN THIS AREA. AFTER INTENSIVE BEHIND THE SCENES 
NEGOTIATION BETWEEN THE GOM AND THE CHIEP MINISTER OP THE TIN-RICH 
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STATE OP PERAK, AGREEMENT HAS BEEN REACHED ON HOW TO ADDRESS THIS 
PROBLEM. ON MARCH 17, LEONG WILL CALL ON THE CHIEP MINISTER OP 
PERAK FOR A MEETING. POLLOWING THAT MEETING, THE CHIEF MINISTER 
WILL PUBLICALLY ANNOUNCE THE PORMATION OP A MINING COMMITTEE, 
HEADED BY HIMSELP, WHICH WILL WORK OUT A COORDINATED APPROACH TO 
MINING PROBLEMS IN PERAK. THE COMMITTEE WILL HAVE MEMBERS DRAWN 
PROM ALL THE STATE BODIES CONCERNED AND, EVEN MORE IMPORTANTLY, 
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FROM THE COM AND THE PRIVATE SECTOR. IT IS SIGNIEICANT THAT THE 
LATTER'S PARTICIPATION 'WILL BE HANDLED BY THE STATES OE MALAYA 
CHAMBER OE MINES, WHICH REPRESENTS ALL OE THE DREDGING COMPANIES 
AND THE ALL-MALAYA CHINESE MINING ASSOCIATION, WHICH REPRESENTS 
THE CHINESE GRAVEL PUMP OPERATORS. LEONG IS HOPEEULL THAT THIS 
WILL SUBSTANTIALLY EASE THE PROBLEMS MINERS, ESPECIALLY THE CHINESE, 
HAVE ENCOUNTERED IN OBTAINING LAND LEASES IN PERAK. AS SOON AS 
THIS COMMITTEE IS EUNCTIONING, LEONG PLANS TO SEEK AGREEMENT WITH 
THE CHIEF MINISTER OF SELANGOR, THE SECOND GREATEST TIN PRODUCING 
STATE, TO SET UP A SIMULAR COMMITTEE. LEONG ALSO MENTIONED THE 
RECENT GOM CHANGE IN TAX POLICY WHEREBY THE EXPORT DUTY AND 
SURCHARGE HAVE BEEN COMBINED SO AS TO GIVE THE STATES GREATER 
REVENUE. GOM ESTIMATES ARE THAT PERAK'S REVENUE WILL GO UP 
PROM U.S. $6.5 MILLION TO $10.6 MILLION IN 1978 BECAUSE OP THIS 
CHANGE. 

3. COMMENT: ALTHOUGH THE ELECTION PREPARATIONS CURRENTLY 
SWEEPING MALAYSIA PROBABLY HAD SOMETHING TO DO WITH IT, WE AGREE 
WITH LEONG THAT THE SETTING UP OP A COMMITTEE IN PERAK IS A MAJOR 
STEP PORWARD IN ATTEMPTING TO SOLVE THE DIFPICULT QUESTIONS 
REGARDING STATE CONTROL OP THE LAND. LEONG HIMSELP IS A CAUTIOUS AND 
SOMEWHAT NATURALLY PESSIMISTIC PERSON AND HIS RESTRAINED OPTIMISM 
IN THIS DEVELOPMENT IS BOTH WELCOME AND SIGNIFICANT. WE RELIEVE 
THAT THE COMBINATION OF THE CHANGE IN TAX POLICY TO BENEPIT THE 
STATES AND THE PORMATION OP FEDERAL-STATE-PRIVATE SECTOR FACILITA- 
TION COMMITTEES ARE IMPORTANT STEPS IN THE GOM'S ATTEMPTS TO COME 
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TO GRIPS WITH PROBLEMS PACED BY THE TIN INDUSTRY. 

MILLER 
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